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PART 2000 - CGENERAL

SUBPART Q - Menorandum of Under st andi ng Bet ween Farners Home
Admi ni stration (FrHA) and Farm Credit Adm nistration
(Busi ness and Industrial Loans)

8§2000. 801 Ceneral.

The Farm Credit Admi nistration (FCA) may provide financing for Businesses
and I ndustries through the Bank for Cooperatives, Federal Land Banks and
Production Credit Associations. The attached Menorandum of Under st andi ng
bet ween Farmers Hone Adm nistration (FmHA) and (FCA) has been devel oped to
provide for variable interest rates for guaranteed | oans based upon costs of
obt ai ni ng funds and admi ni strative expenses at |owest possible costs
consi stent with sound busi ness practices.

§2000. 802 Reaching agreenent with FCA.

FHA wi || issue appropriate instructions, to the extent necessary to
properly inplement the policies of the Menorandum of Under st andi ng.

§82000. 803 - 2000. 850 [Reserved]

Attachnent: Exhibit A
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Exhibit A

Menor andum of Under st andi ng
Farmers Home Admi ni stration (FnHA)
and Farm Credit Admi nistration

In order to provide maxi num anounts of funds for the devel opment of Rura
America, FmHA and the Farm Credit Administration (FCA) have determ ned the
need for a Menorandum of Understandi ng concerning the financing through one or
nore of the banks for cooperatives, Federal |and banks and production credit
associ ations with FrHA guaranteed | oans of ("Business and Industrial™) |oan
projects approved by FmHA under its regul ations. The purpose of this

Menor andum of Understanding is to state broad perm ssive guidelines for the
negoti ati on and executi on between FrHA and banks for cooperatives, Federa

| and banks and production credit associations of guarantees of |oan
transactions invol ving approved projects.

FmHA recogni zes that these Farm Credit Systeminstituti ons nmake | oans on a
variabl e interest rate based upon the cost of obtaining funds and

admi ni strative expenses, and that in so doing the boards of directors of the
banks and associ ati ons establish each change of interest rate at the | owest
reasonabl e cost on a sound business basis, taking into account the net cost of
noney to the bank or association, necessary capital and reserves, and
expenses. Further, FnHA recognizes that these institutions are operated on a
cooperative basis for the mutual benefit of the nenbers.

FmHA agrees to guarantee | oans on approved projects nade by banks for
cooperatives, Federal |and banks and production credit associations. The
interest rate program established by the banks and associations are subject to
approval by the Farm Credit Admi nistration. FnmHA reserves the right to refuse
to guarantee a | oan proposed to be nade by a bank or association and presented
for guarantee when FnHA determines under its regulations that the project is
not econom cally feasible. Each |oan guaranteed shall conply with the FnHA
regul ations. A loan proposed to be nade by a bank or association and
presented to FnmHA for guarantee may be subject to approval by FCA as provided
inits regulations.

Thi s Menorandum of Understandi ng shall take effect upon the date of its

execution, nay be anended at any tine by agreenment of both parties, and shal
remain in force until it is expressly abrogated by either of the parties.

/sl Sept enber 25, 1974

Adm ni strator, Farners Home Administration

/sl Sept. 25, 1974

Covernor, Farm Credit Adm nistration
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